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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, all values in billions of 
Austrian Schillings (AS) and millions of US Dollars 
and represent period averages. 


1977 1978 
(AS bill.) (AS bill.) 
Exchange Rate: US$ 1.00 AS 16.53 AS 14.52 


INCOME, PRODUCTION, EMPLOYMENT 

GDP at Current Prices 792.5 843.0 
GDP at Constant (1964) Prices 402.5 408.4 
Per Capita GDP (Current Prices) AS105,400 AS112,300 
Plant & Equipment Investment (-"-) 215.6 221.3 
Net Mass Income b/ 421.7 451.2 


1978 


($ mill.) 
AS 14.52 


58,058 
28,127 
$7,730 
15,241 
30,074 


1979 est. 

(AS bill.) 

AS 13.51 
(Jan-Oct av.) 


915.3 
428.8 


AS122,000 


243.4 
482.8 


Indices: 
Industrial Production (1971=100) 123.3 125.3 125 <1 ‘ 132.6 
Ind.Labor Productivity (1971=100) 125.2 129.5 129.5 ‘ 137.9 
Avg.Industrial Wages (1956=100) 633 672 672 709 
Labor Force (1000s) 2,788 2,816 2,816 2,838 
Avg. Unemployment Rate (%) 1.8 eae. Dok 28 


MONEY AND PRICES 
Money Supply (M1) 150.3 158.2% 10,888 155.6 
Interest Rates (Central Bank) (%) 5.5 4.5 4.5 3.75 F/ 
Indices: 
Wholesale Price (1976=100) 103.0 104.0 104.0 108.6 
Retail Sales (1973=100) 118.0 112.1 112.1 137.3 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves C/ 67.7 
External Federal Debt 47.4 
Annual Debt Service 4.1 
Balance of Payments ¢/ -39.4 
Balance of Trade -73.1 
Exports, FOB 161.9 
U.S. Share 5.0 
Imports, CIF 234.8 
U.S. Share 7.0 
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6,483 £, £, 89.1 

4,134 66.0 
335 8.4 

- 119 .0 9 -18.0 

-3,841 g. -61.5 

12,129 207.4 
363 ‘ 5.2 

15,970 268.9 
484 8.3 
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MAIN IMPORTS FROM THE U.S. in 1978 ($ million) 

Vehicles, including airplanes & boats (40.5); non electric machinery, excluding business 
machines (35.3); business machines (28.8); electrical machinery (20.1); metal ore & 
scrap (19.5); pharmaceuticals (13.1); measuring & test instruments (9.8); tobacco (9.2); 
basic chemicals & compounds (9.3); photographic equipment (7.8). 


Footnotes: 

a/ Changes based on unrounded Schilling rather than Dollar converted values. 

b/ Income of dependently employed persons plus transfer payments, after taxes; 
excludes self-employment income. 

c/ Official reserves at central bank; year-end figure. 

d/ Since January 25,1979: 3.75%; since September 18,1979: 3.75% plus two-point 
surcharge on refinancing in excess of 70% of existing ceilings. 
Current account plus balance of long-term capital transactions. 
Includes revaluation of gold-holdings by 63%. g/ Improvement 
Excluding valuation changes resulting from currency realignments. 


Sources: Austrian National Bank, Central Statistical Office, Austrian Finance Ministry, 
Austrian Institute for Economic Research. 





SUMMARY : 


Strong foreign demand for Austrian exports has served as 
the mainspring for the nation's economic recovery during 
late 1978 and through the first nine months of 1979. Real 
economic growth is expected to be at least 5% this year in 
1979 after 1.5% in 1978. Industrial. Production rose 9% during 
the summer of 1979 while orders were 5% higher than the 
year before. The nation's balance of payments deficit 
did not worsen as much as was expected in the wake of the 
improvement noted in 1978 as exports rose by 17%, 2% more 
than imports. Vigorous economic performance in 1979 con- 
tinued to be reinforced by moderate price increases and 
labor tranquility. 


Although Austrian economic policymakers continue to 
achieve their primary goals -- full employment and price 
stability -- and have been successful in reaching many 
secondary objectives, several areas of concern remain. 
Most important is the continued large budget deficit, 


rising state debt,and the threat of increased inflation. 
Another concern is Austria's large and increasing 

dependence on imported sources of energy. Despite the 
present improvement, low levels of long-term gross asset 
formation and sluggish private consumption will continue. 

In anticipation of an international economic slowdown which 
might be intensified by a restrictive budget, Austria's 
economic growth should decelerate to about 3 percent in 1980, 
with private consumption and gross asset formation likely 

to rise by only 2 and 3 percent respectively. 


U.S. exports to Austria during the first 9 months of 1979 
amounted to $459 million, up 26 percent over the corresponding 
period in 1978. Austrian exports to the United States in the 
same period were S287 million, a decrease of 5 percent from 
the year before. A change in the mix of American exports from 
fewer raw materials and staples to more manufactured goods has 
enabled American exporters to win a small but secure role in 
the Austrian economy. American products have become more 
price competitive because of the decline of the dollar versus the 
schilling. American exports will find Austria a challenging 
but worthy market. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The performance of the Austrian economy during the first 
nine months of 1979 has been better than expected. 

Indeed, WIFO (the Austrian Institute of Economic Research) 
has seen fit to revise upward its previous forecast of 
real economic growth in 1979 to 5% from the 3.5% it had 
predicted earlier this year. For 1980, a deceleration to 
3% is foreseen as a result mainly of the expected inter- 
national economic slowdown to about 2% for most Western 
industrialized countries and to about 3% in West Germany, 
Austria's most important trading partner. 


The principal reason for Austria's good performance has 
been strong foreign demand (especially from West Germany 
and Italy) for its exports. Industrial production grew 
by 9% in real terms during the June through August 1979 
period as compared to 1978. Especially strong performance 
was noted in the mining and basic materials sector, but 
output of investment and consumer goods has been catching 
up quickly too. The nominal value of industrial orders 
on hand in August 1979 was AS 108 billion, up 5% over the 
year before. Foreign purchasers accounted for a bit less 
than 50% of these orders. Capacity utilization also im- 
proved considerably in 1979. 


Austria's balance of payments situation thus far this year 
has not deteriorated to the extent predicted earlier. The 
country's balance of payments deficit during the first 
eight months of 1979 amounted to AS 10.4 billion on cur- 
rent account, only 5% above that recorded in the corre- 
sponding period in 1978. Exports, sparked by strong demand 
in Austria's principal West European trading partners, 
reached AS 149 billion during the first nine months of this 
year, up 17% over 1978. Imports, which rose more slowly 
during the same period, reached AS 194 billion, were up 

15% over 1978. Imports of passenger cars rose by 50% to 
AS 11 billion, a clear indication that the effect of the 
30% luxury tax imposed at the beginning of 1978 to curb 
such purchases is subsiding. Imports of petroleum and 
petroleum products rose to AS 17 billion during the first 
three quarters of 1979, up 34% over 1978. Stepped-up raw 
materials stockpiling domestically and abroad was a 

strong stimulative factor to Austrian foreign trade 

during 1979. To the extent that the inventory cycle runs 
its course in 1980, Austria's foreign trade will suffer. 





Despite intensified price pressure at the import and whole- 
sale levels, Austria succeeded in keeping its inflation 
rate,as reflected by the consumer price index (CPI),to 3.7% 
in September 1979 and at an average rate of 3.5% during the 
first nine months of last year. This performance was the 
best recorded among Western industrialized nations. 
However, a deterioration seems imminent because price hikes 
of crude oil and other raw materials have pushed August 1979 
import prices 10% (wholesale prices 16%) above those of 
August 1978. Authorities hope that the CPI increase this 
year will be no higher than 3.6%. The projected inflation 
rate for 1980 is 4.5%. Efforts to keep inflation at such 
a relatively low rate during the rest of 1979 and for the 
coming year depend very much on the continued commitment 

of Austrian authorities to a rigorous hard-currency policy 
which pegs the Schilling to the D-Mark. 


Austria's labor situation continued to be very favorable 

in 1979. The total number of employed persons reached 
2,803,000 in October and the average number of persons em- 
ployed during the first ten months of 1979 was 1% above 
last year's record levels. Unemployment in October 1979 
was estimated at 1.7%, better than the 1.9% figure recorded 
a year earlier. The improved labor market situation re- 
sulted mainly from an increase in new job openings, the re- 
covery of the employment situation in manufacturing indus- 
tries and the building trades, and a more restrictive 
handling of permits for guest workers. Wage demands con- 
tinued to be moderate. The wage index during the first 
nine months of 1979 was 5% above that recorded in 1978. 
Given the current inflation rate of 3.5% and taking into 
account the effects of the wage tax reduction effective 
January 1, 1979, real wage gains are estimated at 2 to 3% 
at this time. This conforms exactly to the Austrian Trade 
Union Federation's long-term goal. However, in 1980, the 
margin for real wage gains will be narrowed considerably 

as a result of: 


a) the intention of the authorities to keep nominal wage 
increases within moderate limits; 

b) the general slowdown of economic activities; 

c) intensified price pressures; 

d) increase of social security contributions effective 
January 1, 1980; and, 

e) the absence of a reduction in taxes on wages. 


Total retail sales increased by 8% (durables by 14%) during 
the first seven months of 1979 as compared with the previous 





year. However, this performance should be viewed in the 
light of the 5% decline of this indicator in 1978 -- largely 
as a result of the imposition of a 30% tax on luxury goods. 
The annual growth rate of retail sales in 1979 is expected 
to be 5%, and that for 1980 at 2.5%. The decline in 1980 is 
expected to result from a reduction in the growth of dispos- 
able income. 


The recovery of domestic demand has come about relatively 
more slowly than that from abroad, and only very recently 
did its impact result in WIFO's revising upward its pro- 
jections for private consumption and investment in 1979 to 
6% and 5% respectively. Construction, in particular, is 
likely to record a gain, albeit negligible, of 1% rather 
than a decline of the same amount. Investment in equipment 
is anticipated to expand by 11% (rather than 9%) partly re- 
flecting the recovery of automobile purchases and greater 
spending on machinery. 


A recent opinion poll among industry revealed a far more 
satisfactory situation in this sector than a year earlier. 


According to the survey, industrial production has stabi- 
lized at a higher level as a result of higher demand. (It 
should also be noted that the government's increased in- 
vestment promotion activities and its abolition of the 

2% tax on investments also contributed to the improvement.) 
Although important branches including electrical goods, 
vehicles, and building industries have not yet fully joined 
the overall upswing, the current industrial order situation 
and the employment situation have already caused some labor 
market tensions as shortages of skilled labor have devel- 
oped. Twenty percent of all enterprises, compared with less 
than five percent last year, are reported to be looking for 
additional manpower. The performance of investment goods 
industries indicated that investment activities of domestic 
industry have been picking up, although investment decisions 
continue to be made with utmost caution and only in rare 
cases involve expansion of existing capacities. On the neg- 
ative side, industry continues to complain about a profit 
squeeze because higher energy costs cannot be passed on and 
the hard currency policy adversely affects export earnings. 


Despite stronger economic performance in 1979, federal 
revenues (although well above figures for 1978) will not 
reach projected levels. At the same time, the government's 
unbudgeted outlays for investment promotion and other pro- 
grams will push expenditures considerably beyond the original 





estimate. This will result in a deficit of about 

AS 55 billion, up 7.4% from 1978 and 11% higher than origi- 
nally estimated. This, in turn, will produce an 18% in- 
crease in the national debt, bringing it to AS 236 billion, 
equivalent to 25.8% of the GDP. 


The Finance Minister has mapped out a restrictive budget 

for 1980 in an attempt to curb the rapid rise of expendi- 
tures, deficit and national debt. The 1980 proposal limits 
the growth of expenditures to 3.5%, about one-half the pro- 
jected increase in revenues. The resultant deficit of 

AS 49 billion, reduced by debt redemption of AS 18.3 billion, 
would require an increase in the national debt of 13% to 

AS 267 billion or 27.3% of GDP. Of the total debt, 

AS 72.5 billion would be accounted for by foreign debt, an 
increase of 10% over 1979. 


Strong foreign demand continues to be the mainspring of 
Austria's current favorable economic position. Balance-of- 
payments problems (originally expected to be more severe 
following the 1978 tax-induced improvements) have been 

eased by better tourist receipts and by export growth, which 
has been outpacing that of imports both nominally and in 
real terms. However, given mounting uncertainties over the 
supply and higher costs of fuel and energy imports, a more 
distinct deterioration of the external balance appears to 

be in the offing. For 1980, WIFO forecasts a sharper slow- 
down in the real growth of exports (from 12.5% to 6.5%) than 
of imports (from 9.5% to 6.5%). This development is expected 
to boost the trade deficit by 14% to over AS 70 billion. 

The deficit on current account is anticipated to rise from 
AS 24.2 billion to AS 26.7 billion in 1980. 


Against this uncertain outlook, and in an effort to mitigate 
eventual repercussions of adverse international developments 
on the Austrian economy, the Austrian authorities will con- 
tinue to apply their well proven mix of fiscal, monetary, 
exchange rate, structural adjustment, and incomes policy 
measures. The hardening of the schilling in September 1979 
through the Central Bank's 1.5 appreciation vis-a-vis the 
D-Mark, and the government's acquiescence in maintaining 
that exchange rate when EMS currencies were subsequently re- 
aligned, were two moves in that direction. Another was the 
attempt to curb the outflow of foreign exchange induced by 
higher foreign interest rates through a partial increase of 
the Central Bank's rediscount and lombard rates. This was 
reinforced by the commercial banks' agreement to abstain 
from increasing their external net positions for the eight 
months ending June 30, 1980. It also is intended to hold 
net capital imports to an amount just offsetting the net 





balance of payments deficit, and to continue local credit 
curbs (a formality, since present ceilings are not fully 
utilized,and probably will not be if the economic slow- 
down forecast materializes). Efforts by the authorities 

to keep local credit costs down in order to provide cheaper 
funds for investment might become less effective because of 
liquidity bottlenecks resulting from net outflows of long- 
term capital. These outflows reflect the Central Bank's 
tighter lid on imports of borrowed capital and its inten- 
tion not to increase its almost fully utilized rediscount 
ceilings nor the volume of its open-market operations. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Austria in 1978 amounted to $ 484 million, 
essentially unchanged from the previous year. Austrian 
exports to the U.S. reached $ 363 million, a 4.7% increase 
over 1977. Principal U.S. exports to Austria were vehicles 
(including boats and aircraft), non-electric machinery (ex- 
cluding business machines), business machines, electrical 
machinery, and metal ore and scrap. 


The U.S. trade surplus with Austria improved substantially 
during the first three quarters of 1979 as a result of un- 
expectedly high import demand and a further decline in the 
dollar vis-a-vis the schilling. Exports from the U.S. to 
Austria amounted to $ 459 million during that period -- a 
figure which was 26% higher than that recorded during the 
same period in 1978 and which represented 3.2% of total 
Austrian imports (3.5% excluding oil). U.S. imports from 
Austria during the first nine months of 1979 amounted to 

$ 287 million, down 5% from the corresponding figure for 1978. 


The U.S., which for many years was a marginal supplier of 
raw materials and staples to the Austrian market, has suc- 
ceeded in recent years in becoming a more important and 
permanent source of imports for Austria. This development 
is mainly attributable to a change in the mix of American 
exports from fewer raw materials and staples to more manu- 
factured goods. 


In its recent "Best Prospects" report, the Embassy describes 
six product lines which it believes to have particularly 
strong incremental sales potential here in the short-to- 
medium term. These product lines are: health care and bio- 
medical equipment; small business computers and word pro- 
cessing equipment; production equipment, test instruments, 

and components for the electronics industry; selected con- 
sumer goods; equipment and components for energy conservation; 
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and equipment for industrial modernization and innovation. 
Other product categories showing strong potential are secu- 
rity equipment for industrial, commercial, and residential 
use and fuel-efficient motor vehicles. These products were 
selected after careful consideration of the size of the lo- 
cal market, current and projected U.S. technological advan- 
tages, the absence of local production, and price competi- 
tion. These items are also the focus of most of the 
Embassy's trade promotion activities. 


U.S. agricultural exports to Austria are expected to con- 
tinue to be heavy in fruits and fruit products and bulk com- 
modities such as soybean meal and raw tobacco. Other items 
which have been moving to local markets in increasing volume 
are longgrained rice and frozen meat. Sales opportunities 
for U.S. agricultural exports in general have improved per- 
ceptibly with the overall decline of the dollar vis-a-vis 
the schilling, and American exporters should be able to 
capitalize on this situation. 


American firms have shown renewed interest in competing for 
major projects in Austria in 1979. Most of the large pro- 
jects reported by the Embassy this year have dealt with the 
energy sector, but there were others in such fields as health 
and transportation. Competition for these projects is keen. 
Most of it comes from EC and EFTA members whose industrial 
exports generally enter the Austrian market duty free. 

U.S. companies interested in bidding on such projects should 
come prepared to discuss not only the technical merits of 
their product but also such "offset" arrangements as local as- 
sembly, purchase of locally manufactured components, or out- 
right purchase of Austrian goods for sale in the U.S. or in 
third country markets. At least one member of the American 
firm's negotiating team should be fluent in technical German. 


The Austrian government generally welcomes productive foreign 
investment, viewing it as an adjunct to its full employment 
policy. Of particular interest are investments in industries 
which either replace imports or expand exports. Full foreign 
ownership is permitted, but some American firms have found 
joint ventures to be advantageous. Many American firms also 
find Vienna to be a good base for operations aimed at devel- 
oping and servicing East European markets. 


There are a number of opportunities in Austria for displaying 
American-made products. These range from catalog exhibits to 
technical sales seminars and trade missions. Detailed infor- 
mation about such events can be obtained by contacting the 
Austrian Desk, Office of Country Marketing, BED, Department of 
Commerce, Washington, D.C. 20230, or the Embassy at Boltzmanngasse 
16, A-1091 Vienna, Austria. 


% U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/241 














